PUBLIC LAW 104-188AUG. 20,1996 110 STAT. 
1859 


"Sec. 8601]. Definitions and other special rules. 
ESEC. 860H. TAXATION OFA FASIT; OTHER GENERAL RULES. 


"(a) TAXATION OF FASTTIA FASIT as such shall not 
e subiect. 
to taxation under this SUDHEe (and shall not ne 
treated 
Ll partnership, Gorporation. or taxable mortgage 


pool 
(h) TAXATION OF HOTDER OF OWNERSHIP INTERFSTILE 


In eter- 

minina the taxahle income of the holder of the 

ownershin interest 
in}a FASIT— 

"(1) all assets. liabilities. and items of income. 

cain. deduc- 

tion. loss. and credit of a FASIT shall be treated 


as assets. 
liabilities. and such items (as the case may be) of 
such holder. 

"(2) the constant vield method (includina the 


rule: of sec- 
tion W2%2(a\tcll shall b@ anvlied under an accrual 
method of 
accounting in determining all interest, acquisition 
discount. 

original issue discount. and market discount and 
all premium 


pCeueHOns or adiustments with resnect. to each 


instrument 
offtne FASIT. 


"(3) there shall not be taken into account ns 
item 
income. cain, or deduction allocable to a prohibited 
transaction, 
an 
"(4) interest accrued bv the FASIT which is exemnt from 
tax imnosed bv this subtitle shall. when aa into account 
v such holder. he treated as ordinarv 
(c) TREATMENT OF REGULAR ieREST Mor or purposes of this 
1tLe— 
"(1) a reaular interest in a FASIT. if not 
otherwise a 
debt instrument, shall be treated as a debt 


instrument. 
"(2) section 163(e)(5) shall not anvlv to such 
an interest, 
"(3) amounts includible in aross income wan 
resvnect. 
such an interest shall be determined under A 
accrual method 


of accounting. 


"SEC. 8601. GAIN RECOGNITION ON CONTRIBUTIONS TO A FASIT AND 
IN OTHER CASES. 


"(a) TREATMENT OF PROPERTY ACQUIRED BY FASITIZ2 
"(1) PROPERTY ACQUIRED FROM HOLDER OF 


OWNERSHIP 
INTEREST OR RELATED PERSON/if vrovertv is _ 
contrib- 
uted to a FASIT bv the holder of the ownership 
interest in 
such FASIT (or bv a related person) aain (if anv) 
shall be 
recoanized to such oe (or person) in ae 
amount ua 
the excess (if any) of such “property|s value under 
subsection 


(d) on the date of such sale or contribution over 
its adjusted 


basis on such date. 

"(2) PROPERTY ACQUIRED OTHER THAN FROM HOLDER OF 
OWNERSHIP INTEREST OR RELATED PERSON/22Propvertv which i8 
acauired bv a FASIT other than a to which 
paragran. (1) anplies shall be treate 


F ) as havina been acauired bv the holder 
6) 


e 
ownershiv int@rest in the FASIT for a 
amount equal 

ae FASIT!s cost of acquiring such nen 


"(B) as havina been sold bv such holder to the FASIT 
at its value under subsection (d) on such 


ate. 
"(b) GAIN RECOGNITION ON PROPERTY OUTSIDE FASTT 
WHICH 
SUPPORTS REGULAR INTERESTS| If property ae 
older 
of the ownership interest in a FASIT (or bv anv 
person related 
to such holder) supports any regular aera NSH 
such 
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